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REPLY COMMENTS OF PACIFIC BELL AND NEVADA BELL

Pacific Bell and Nevada Bell file these reply comments relating to
Billed Party Preference. Numerous parties filed comments in this proceeding, to
provide input on the Commission‘s cost-benefit analysis and to air their views on the
necessity and desirability of the billed party preference system.

l. PPISN ARY TO STRENGTHEN AND EVEN THE OPERAT
ERVI MARKETPLACE

In contrast with the position of many parties that consumers are
comfortable with dialing access codes, the real truth is that consumers are not
comfortable dialing these codes and choose to do so due to their fear of being
gouged.

Many parties have shown that access code dialing is increasing.’

AT&T, for example, posits that the reason for this increase is because consumers

' For example, LDDS, pp. 8-9; Intellicall, pp. 13-14; ACTA, p. 3.



are satisfied with access code dialing, and customer choice has been satisfied.?
But, AT&T's argument is belied by its own advertising. “Your local company has told
you that your calling card works at any phone, anywhere, anytime. But read
between the lines and you’ll find what they’re not telling you. You could be charged
2 to 3 times AT&T rates.” Consumers are not comfortable with access codes; their
fear of being gouged forces them to use access codes. Fear is not the sign of a
healthy marketplace.

Access code dialing is not the customer’s choice. As AT&T (and
others) said recently:

“experience... has shown that consumers view dialing
extra digits as a deterrent to the use of another

carrier. In other words, consumers view 10XXX
access as a different, lower guality service than seven

igit dialing 1+ or ten digit dialing service™
Last month AT&T asked the California PUC to impose intraLATA BPP, or what it
terms 0+ intraLATA equal access. And yet, at the federal level AT&T's stance is that
access codes adequately allow customers to reach their preferred carrier.’
Obviously when the market would allow AT&T to increase its customer base, (as in

the intraLATA market) it supports the concept of dialing parity, but when dialing

2 AT&T, pp. 8-9.

3 See Exhibit A attached.

4 in ion for Qrder Establishing Requirements and Schedule for Implementation of

intralL AT, LA , filed by MCI, AT&T Communications of California, and California
Association of Long Distance Telephone Companies, before the California Public Utilities
Commission on July 18, 1994, in 1. 87-11-033, p.10 [emphasis added).

® AT&T's Comments. p. 9.



parity would decrease its market share (as in this proceeding), it staunchly opposes

it.

Il. T HANICS FOR COST RECOVERY MUST BE DETERMINED AND
TR VERY MUST BE ASSURED

Cost recovery continues to be a central issue for LECs that will be
spending hundreds of millions of dollars to implement BPP.® Sprint agrees with
Pacific and others that an equal access recovery-type charge assessed on all
carriers, as part of their access charges is an appropriate way to recover the
implementation costs of BPP.” By spreading the costs in this manner, LECs can
recover the costs over a shorter period (we suggest a 3 year period). If recovery is
spread over a longer period of time (such as 10 years), cost recovery does not begin
to truly compensate the LEC for the initial outlay of the dollars. Further, by
bifurcating the recovery into a flat-rated charge on carrier for implementation costs,
and a query-based charge for the recurring costs, it allows costs to be recovered in a
way that echoes the timing of the expenditure. Implementation costs will be incurred
by the LEC before BPP is in use. Recurring charges are incurred each year, and
could be recovered in a query based charge as operator assisted calls are made.

The Commission must commit not only to the concept of cost
recovery, but also to the specifics. The types of costs that must be allowed to be

recovered include end office upgrades to recognize and route a BPP call, upgrades

® See, e.g., Ameritech, p. 8; USTA, p. 10.
7 Sprint, p. 42.



to the end office switch, operator service switch, and LIDB to perform BPP
requirements, the increased trunking to accommodate BPP calls, increased AABS
capacity, increased number of operators and operator service centers, provisioning
system upgrades, costs associated with the unique requirements of the inmate
market, costs of balloting, and any other additional costs ordered by the Commission
for implementation of BPP (such as 14 digit screening). We would also like to
emphasize as we have stated before® the inmate market has unique, critical
initiatives that must be addressed, such as the prevention of witness harassment,
and the necessity for adequate inmate facility compensation. Because of this, we
believe that for inmate telephone services, the concept of total cost recovery for all
these initiatives is prerequisite to implementation of BPP. The Commission should
specifically endorse all these types of costs as appropriate categories for inclusion in
the tariffing process.

The Commission should allow each company to determine the best
course for implementing BPP in its network. While GTE may be able to deploy BPP
without OSS7, by using available technology and OLNS, others such as Pacific may
not. Our switch types do not today provide the split routing necessary for BPP
implementation. But, we may be able to design a different solution based on the
particulars of our network. The mandate from the Commission and the associated
cost recovery should not require a particular technology be deployed. Rather, each
company should be allowed flexibility in how it deploys the service, and what levels

of cost can be recovered. If a company deploys a more expensive technology than

8 See Comments of Pacific Bell and Nevada Bell, filed August 1, 1994.
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was necessary in order to satisfy some network architectures, then the tariffing
process can be used to exclude the “extra” cost. But if a company can prove the
necessity of its BPP design, then cost recovery in full should be allowed. Of course,
despite differences in deployment within any company, network interoperability must

be assured so that a nationwide standard is met.

. A MINATION OF THE ARCHITECTURE SHOULD BE
A PLISHED

This proceeding has been pending over 5 years. Those 5 years have
been years in which unprecedented change has affected the telecommunications
industry. The last 18 months have seen changes of incredible proportions as the
emergence of the information superhighway has encouraged massive commitments
of capital, alliances between diverse industries and a fundamental change in the way
the “telephone company” is viewed. Those changes have not left Pacific Telesis
unaffected. We have committed to spend $16 billion to upgrade our network in
various ways. We are rewiring our network with a hybrid fiber/coaxial mix in order to
gain operational efficiencies and to permit provisioning of various multi-media
services; we are pursuing a “video dial tone" offering; we have committed to a $1
billion upgrade to our switches so that by the end of 1997 we will have an all digital
network; we are actively pursuing our “Education First” initiative in which we will
offer to public schools, public libraries and community colleges video and data
applications on the communications superhighway; and we have indicated our

intention to be an active participant in the upcoming auctions for Personal



Communications Services. These initiative illustrate the important commitment this
company has to improving California. But, these initiatives cost money. And, that is
what we need to examine in the course of deciding how Billed Party Preference
should be deployed.

We have never wavered in our support of BPP. BPP will allow
customers to have the carrier of their choice handle their 0+ calls. While various
parties took issue with the benefits of BPP, none can seriously argue that customer
choice is bad. Indeed, as AT&T and others are currently arguing in California,
customer choice forms the basis for equal access. And equal access for operator
assisted calls is billed party preference. BPP is in the best interest of the public and
the marketplace. If the costs to implement BPP weren’t so high, fewer parties would
seriously debate the matter.

But we acknowledge that the costs are high -- at least the costs as we
can estimate them. As the Commission knows, the software necessary to deploy
BPP (including OSS7) has not yet been developed and the costs cannot be
accurately estimated. Since Ameritech first suggested a BPP like service in 1987,
the industry has been grappling with that fact, and trying to refine the numbers in
order to satisfy Commission questions. Yet, LECs are still as uncertain now as we
were 2% years ago when we first began to look at the costs of implementing the
design sketched out by the Commission in the Notice of Proposed Rulemaking.

When Bell Atlantic filed its petition for rulemaking in 1989, it suggested
the architecture that could be used to perform a carrier identification function. It

suggested that all 0+ calls be routed to the LEC operator service switch for carrier



identification through LIDB.° Since that time, the industry has been refining that
basic design, and as stated above, struggling with the costs. The last 5 years have
seen fundamentai changes in the telephone network. New technologies have been
deployed, and many new technologies are being developed. The network, in fact, is
very different now than it was in 1989. The Signaling System 7 architecture is
generally in place, intelligent nodes are being built in the network, and advanced
databases act to route calls. Yet the industry and the Commission have clung to the
architecture for BPP that was designed 5 years ago, despite the fact that the
implementation period for BPP is expected to be 3 years from the date of

mandate.°

We are therefore relying on an 8 year old architecture.

We suggest that a new design may be needed. Certainly a
reexamination is in order. The examination can be two fold. First, the architecture
for BPP must be compatible with the long term requirements of the network.
Deploying an outdated technology, or an architecture that is not supportive of the
future direction of the network is not in anyone’s best interests. Second, the
architecture should be reviewed to minimize the costs that are such a big stumbling
block in the current design. We believe the Commission should direct the industry to
examine all possible alternatives and come up with recommendations.

Unfortunately, while the Commission has sought alternative designs in its Further

Notice of Proposed Rulemaking, parties are so polarized over the concept (in part

® Bell Atlantic Petition for Rulemaking, filed April 13, 1989, p. 4.

' We agree that the implementation period should be 3 years, not 2% years as we
stated earlier. See Further Notice of Proposed Rulemaking, para. 83.
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because of the costs they drive), that no collective thought on alternatives has
happened.

We suggest that the Commission direct the industry, particularly the
LECs, to meet and come up with alternate ways that carrier identification can be
accomplished. The industry group should be empowered to not only address
technical issues, such as the architecture, but also cost and feasibility options so that
the alternatives can be accurately reviewed. While we do not know if such direction
will positively come up with a lower cost alternative, we believe that it is worth the
time. The Commission should mandate BPP, then put implementation on hold for 6
months, and direct that such meetings occur. Since this proceeding has been
pending for 5 years, we do not believe that 6 months will substantially prejudice the
outcome.

This may seem like a change of position for us, in that we have
continually supported BPP and have repeatedly cited the necessity for BPP. But it is
not a change of position. We simply have difficulty, at this time, to commit to
spending substantial capital dollars at a time when so much else is pending,
especially if those capital dollars could be decreased by some alteration in design.
However, the Commission should understand that if it believes it needs to make a
decision without allowing this reexamination of the design, we continue to support
BPP, as long as full cost recovery is allowed. (see above). And, whether or not the
Commission directs the industry to reexamine the design, we will continue to

examine how we can best deploy BPP in our network to minimize costs.



V. CONCLUSION

The Commission should mandate BPP, commit to a specific cost
recovery mechanism, and direct the industry to reexamine the BPP design in light of
new developments in technology. As consumers use more dial around options,
those left will continue to pay higher rates that allow the associated service provider
to maintain its level of commission payments. The BPP mandate should not include
14-digit screening since, as we have stated, provisioning it will only drive higher

costs.

Respectfully submitted,

PACIFIC BELL
NEVADA BELL

JAMES PyTUTHILL
NANCY C. WOOLF

/)uu/

140 New Montgomery St., Rm. 1523
San Francisco, California 94105
(415) 542-7657

JAMES L. WURTZ
1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004
(202) 383-6472

Their Attorneys

Date: September 14, 1994
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